6 Year Phase-In, Revenue Neutral Class 4 Exemptions

Assumptions (as per decision point mapping document)
Phase In: Yes — 6 years

Tax Rates

Class 3 Tax Rate: Phased-in to 2.25%
Class 4 Residential Tax Rate: 3.01%

Class 4 Commercial Tax Rate: 3.01%

Class 10 Tax Rate: Phased-in to 0.23%
Exemptions

Homestead Exemption: Phased-in to 55.74%
Comstead Exemption: Phased-in to 39.72%

Circuit Breaker
A single program to replace existing income-based property tax relief programs with the same cost.

Additional Features
The tax rates are not decoupled.
There are not staggered or fixed dollar exemptions.

Reappraisal
The reappraisal cycle would be 3 years.

Standards Used in Analysis by Department of Revenue —~ Tax Policy and Research

Mills

All mills float. The individual home examples and individual business examples use the average
consolidated mills. This includes the 6 university mills, the 95 school mills, all mills levied by local
jurisdictions and schools.

Growth

The analysis uses the OBPP growth rates for each class of property to estimate the growth in newly
taxable property. Every proposal will show additional income in future years from revenue generated
from mills on this new property and inflationary increases allowed under 15-10-420, MCA. The
comparison between current law and the proposal will show the amount of mitigation.

The impact on property in the reappraisal classes is based on properties whose percentage growth in
value due to reappraisal is within the International Association of Assessing Officers’ recommended
limits. All properties existing in tax year 2008 are included, but the percentage applied to estimate the
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appreciation in value does not incorporate the extraordinary changes from properties outside these
limits.

Multi family structures are treated like class 4 residential property throughout this analysis. Muiti
family structures are classified as commercial property, but they have the same exemption and tax
rate as residential property.
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Circuit Breaker
6 Year Phase In, Revenue Neutral Exemptions

Narrow Circuit Breaker with Same Cost as Existing Programs

Credit for Property Tax More Than This Percent of Income 6%
Maximum Credit $550
Credit Begins to Phase-Out at This Income $20,000
Credit is Completely Phased-Out at This Income $20,000
Number Amount

Credits to Homeowners 13,544 $5,095,293
Credits to Renters 13,372 $4.858,774

Total 26,916 $9,954,067

Additional Mills to Fund Circuit Breaker 0.00
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6 Year Phase In, Taxable Value Neutral Exemptions

Current Law
Class 3 Class 4 Class 4 Class 10
Agricultural Residential Commercial Forestland
Tax Rate Tax Rate Tax Rate Tax Rate Homestead Comstead
3.01% 3.01% 3.01% 0.35% 34.00% 15.00%
Proposed Mitigation
Class 3 Class 4 Class 4 Class 10
Agricultural Residential Commercial Forestland
Tax Rate Tax Rate Tax Rate Tax Rate Homestead Comstead
2.88% 3.01% 3.01% 0.33% 37.11% 23.35%

Assumptions:

Homestead Exemption = 37.11% Homestead Exemption in 2009
23.35% Comstead Exemption in 2009

Calculation of Tax Liability
1. Market Value = 2008 Market Value + Phase In Amount
2. Market Value x (1 - Homestead) = Taxable Market Value
3. Taxable Market Value x Tax Rate = Taxable Value
4. Taxable Value x Mills / 1000 = Tax Liability

Example of the TY 2009 Median Value Home

IMV Before Reappraisal $98,400

MV After Reappraisal $152,000

Tax Year 2008 2009]
Market Value $98,400 $107,333

Homestead 34.00% 37.11%

Amount Exempt $33,456 $39,831

Taxable Market Value $64,944 $67,502

Tax Rate 3.01% 3.01%
Taxable Value $1,955 $2,032

Average Mills 538.19 538.50]
Tax Liability $1,052 $1,094
2009 Income (MAGI) $65,140]
Percent of Income Paid 1.68%

Credit Amount $0]

Example of a TY 2009 Average.Value Home

MV Before Reappraisal $116,900
MV After Reappraisal $178,920
Tax Year 2008 2009]
IMarket Value $116,900 $127,237
Homestead 34.00% 37.11%
Amount Exempt $39,746 $47,218
Taxable Market Value $77,154 $80,019]
Tax Rate 3.01% 3.01%
Taxable Value $2,322 $2,409I
Average Mills 538.19 538.50
Tax Liability $1,250 $1,297
2009 Income (MAG!) $74,759)
Percent of income Paid 1.73%
Credit Amount $0)
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Example of a TY 2009 Median Value Resort Home
MV Before Reappraisal $150,450
MV After Reappraisal $326,600
Tax Year 2008 2009]
Market Value $150,450 $179,808
Homestead 34.00% 37.11%
Amount Exempt $51,153 $66,727
Taxable Market Value $99,297 $113,081
Tax Rate 3.01% 3.01%
Taxable Value $2,989 $3,404
Average Mills 538.19 538.50
Tax Liability $1,609 $1,833
2009 Income (MAGI) $59,297
Percent of Income Paid 3.09%
Credit Amount $0]
Example of a TY 2009 $500,000 Home
'MV Before Reappraisal $300,000
MV After Reappraisal $500,000
Tax Year 2008 2009]
[Market Value $300,000 $333,333
Homestead 34.00% 37.11%
Amount Exempt $102,000 $123,700)
Taxable Market Value $198,000 $209,633
Tax Rate 3.01% 3.01%
Taxable Value $5,960 $6,310
Average Mills 538.19 538.50
Tax Liability $3,207 $3,398
2009 income (MAGI) $200,547
Percent of income Paid 1.69%
Credit Amount $0
Example of a TY 2009 $1,000,000 Home
MV Before Reappraisal $650,000
MV After Reappraisal $1,000,000
Tax Year 2008 2009
IMarket Value $650,000 $708,333
Homestead 34.00% 37.11%
Amount Exempt $221,000 $262,863
Taxable Market Value $429,000 $445,471
Tax Rate 3.01% 3.01%
Taxable Value $12,913 $13,409
Average Mills 538.19 538.50
Tax Liability $6,950 $7,221
2009 income (MAGI) $477,527
Percent of Income Paid 1.51%
Credit Amount $0
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Taxable Value Neutral Exemptions



MV Before Reappraisal
MV After Reappraisal
MV of Class 8

Class 4

Market Value
Homestead

Amount Exempt
Taxable Market Value
Tax Rate

Taxable Value
Average Mills

Tax Liability

iTax Year

Class 8

Market Value
Taxable Value
Mills

Tax Liability

Total Tax Liability

Example of a TY 2009 Business with $200,000 in Class 4
and $100,000 In Class 8

$150,000
$200,000
$100,000

2008

$150,000
15.00%
$22,500
$127,500
3.01%
$3,838
538.19
$2,065

$100,000
$3,000
538.19
$1,615
$3,680

2009]

$158,333]
23.35%
$36,971
$121,363
3.01%
$3,653
538.50]
$1,967

$100,000
$3,000
538.50
$1,615
$3,583

MV Before Reappraisal
MV After Reappraisal
MV of Class 8

Tax Year

Class 4

Market Value
Homestead
Amount Exempt
Taxable Market Value
Tax Rate
Taxable Value
Average Mills
Tax Liability
Class 8

Market Value
Taxable Value
Mills

Tax Liability

Total Tax Liability

$300,000
$400,000
$100,000

2008

$300,000
15.00%
$45,000
$255,000
3.01%
$7,676
538.19
$4,131

$100,000
$3,000
538.19
$1,615
$5,745

Example of a TY 2009 Business with $400,000 in Class 4
and $100,000 in Class 8

2009]

$316,667
23.35%
$73,942
$242,725
3.01%
$7,306
538.50
$3,934

$100,000
$3,000
538.50
$1,615
$5,550
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